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§ 221.325 Cancellation of hazard insur-
ance. 

The provisions of § 203.382 of this 
chapter are incorporated by reference 
and shall apply to hazard insurance 
policies carried solely for the family 
unit. 

Subpart C—Eligibility Require-
ments—Moderate Income 
Projects 

§ 221.501 Eligibility requirements. 
The requirements set forth in 24 CFR 

part 200, subpart A, apply to multi-
family project mortgages insured under 
section 221 of the National Housing Act 
(12 U.S.C. 1715l), as amended. 

[61 FR 14405, Apr. 1, 1996] 

Subpart D—Contract Rights and 
Obligations—Moderate In-
come Projects 

§ 221.751 Cross-reference. 
(a) All of the provisions of subpart B, 

part 207 of this chapter, covering mort-
gages insured under section 207 of the 
National Housing Act, apply with full 
force and effect to multifamily project 
mortgages insured under section 221 of 
the National Housing Act, except the 
following provisions: 

Sec. 
207.252 First, second, and third premium. 
207.252a Premiums—operating loss loans. 
207.259 Insurance benefits. 

(b) For the purposes of this subpart, 
all references in part 207 of this chapter 
to section 207 of the act shall be con-
strued to refer to section 221 of the 
Act, and all references to part 207 shall 
be construed to refer to this subpart. 

[36 FR 24587, Dec. 22, 1971, as amended at 37 
FR 8663, Apr. 29, 1972; 42 FR 59675, Nov. 18, 
1977] 

§ 221.753 Termination of mortgage in-
surance. 

In addition to the provisions of 
§ 207.253a, the following requirements 
apply to certain multifamily mort-
gages insured under section 221 of the 
National Housing Act: 

(a) For those projects qualifying as 
eligible low income housing under 
§ 248.201, the contract of insurance may 

be terminated only as provided in part 
248. 

(b) For those projects subject to sec-
tion 250(a) of the National Housing Act, 
the contract of insurance may be ter-
minated only if the Commissioner de-
termines that the requirements of sec-
tion 250(a) are met. 

[55 FR 38958, Sept. 21, 1990] 

§ 221.755 Premiums first, second, third 
and operating loss loans. 

All of the provisions of §§ 207.252 and 
207.252a of this chapter, relating to 
mortgage insurance premiums, apply 
to mortgages insured under this sub-
part that provide for interest at the 
market rate prescribed in § 221.518(a) 
except that as to mortgages insured 
under this subpart pursuant to section 
238(c) of the Act all mortgage insur-
ance premiums due in accordance with 
§§ 207.252 and 207.252a shall be cal-
culated on the basis of one percent. 
The provisions of § 207.252. shall not 
apply to: 

(a) Mortgages that provide for inter-
est during the construction period at 
the market rate and for interest subse-
quent to final endorsement at the 
below market rate prescribed in 
§ 221.518(b); or 

(b) Mortgages encumbering a project 
in which all units are covered by an an-
nual contributions contract issued pur-
suant to section 10(c) of the Housing 
Act of 1937. 

[36 FR 24587, Dec. 22, 1971, as amended at 42 
FR 59675, Nov. 18, 1977] 

§ 221.761 Forbearance relief. 

(a) In a case where the mortgage is in 
default, the mortgagor and the mort-
gagee may enter into a forbearance 
agreement for the reduction or suspen-
sion of regular mortgage payments for 
a specified period of time, if the fol-
lowing requirements are met: 

(1) The mortgage was endorsed for in-
surance on or after July 7, 1961. 

(2) The Commissioner determines 
that the default was due to cir-
cumstances beyond the mortgagor’s 
control and that the mortgage prob-
ably will be restored to good standing 
within a reasonable period of time and 
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evidences such determination by writ-
ten approval of the forbearance agree-
ment. 

(b) The time specified in § 207.258(a) of 
this chapter, within which a mortgagee 
shall give the Commissioner written 
notice of its intention to file an insur-
ance claim, shall be suspended for the 
period of time specified in the forbear-
ance agreement as long as the mort-
gagor complies with the requirements 
of such agreement. 

(c) If the mortgagor fails to meet the 
requirements of a forbearance agree-
ment or to cure the default under the 
mortgage at the expiration of the for-
bearance period, and such failure con-
tinues for a period of 30 days, the mort-
gagee shall notify the Commissioner of 
such failure. Within 45 days thereafter, 
unless a modification or extension of 
the forbearance agreement has been ap-
proved by the Commissioner, the mort-
gagee shall notify the Commissioner of 
its election to file an insurance claim 
and of its decision to either assign the 
mortgage to the Commissioner or to 
acquire and convey title to the prop-
erty to the Commissioner. If the mort-
gage is assigned to the Commissioner, 
the special insurance benefits pre-
scribed in § 221.763 shall be applicable. 

[36 FR 24587, Dec. 22, 1971, as amended at 51 
FR 27838, Aug. 4, 1986] 

§ 221.762 Payment of insurance bene-
fits. 

All of the provisions of § 207.259 of 
this chapter relating to insurance ben-
efits apply to multifamily project 
mortgages insured under this subpart, 
except as provided in this section: 

(a) Method of payment. All of the in-
surance benefits provided by § 207.259 
(b) or (c) of this chapter shall be paid in 
cash unless the mortgagee files with 
the application a written request for 
payment in debentures. If such a re-
quest is made, payment will be made in 
debentures with a cash payment to ad-
just any difference between the total 
amount of the insurance settlement 
and the amount of the debentures 
issued. 

(b) Below market interest rate mort-
gages. Where the mortgage has been fi-
nally endorsed and the special below 
market interest rate provided in 
§ 221.518(b) is applicable as of the date 

of default, the 1 percent deduction from 
insurance benefits prescribed in 
§ 207.259(b)(2)(iv) of this chapter shall 
not be applicable. 

(c) Mortgages financed with section 
11(b) obligations. Where the funds for a 
mortgage loan are provided by obliga-
tions that are tax-exempt under sec-
tion 11(b) of the United States Housing 
Act of 1937 (24 CFR part 811), the one 
percent deduction from insurance bene-
fits prescribed in § 207.259(b)(2)(iv) of 
this chapter shall not be applicable to 
claims with respect to multifamily 
rental housing projects for which a 
firm commitment for mortgage insur-
ance was issued on or after March 12, 
1979. 

[36 FR 24587, Dec. 22, 1971, as amended at 44 
FR 40890, July 13, 1979] 

§ 221.763 Special insurance benefits— 
forbearance relief cases. 

(a) In the case of a mortgage that 
provides for payment of interest at the 
market rate prescribed in § 221.518(a), if 
the mortgagor fails to meet the re-
quirements of a forbearance agreement 
or to cure the default under the mort-
gage at the expiration of the forbear-
ance agreement, the mortgagee shall 
be entitled to obtain a special insur-
ance payment in cash, in lieu of the in-
surance benefits otherwise provided 
under this subpart. To receive the spe-
cial insurance payment, the mortgagee 
shall assign the mortgage to the Com-
missioner in compliance with the re-
quirements of § 207.258(b) of this chap-
ter. 

(b) The special insurance benefit to 
the mortgagee shall be a cash payment 
computed in accordance with 
§ 207.259(b) of this chapter, except that 
in lieu of the allowance for debenture 
interest in § 207.259(b)(1)(iii) of this 
chapter, the payment shall include the 
amount of the unpaid accrued mort-
gage interest computed to the date the 
assignment of the mortgage to the 
Commissioner is filed for record. In ad-
dition, there shall be included in the 
cash payment an amount equivalent to 
the debenture interest which would 
have been earned from the date the 
mortgage assignment was filed for 
record to the date the payment is 
made; except that when the mortgagee 
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